The aim of this paper is to shade a light on the development of Islamic finance industry in the west. It is observed that Islamic finance industry in the west traced back to the late 1970s and the main reason behind the interest of western countries in Islamic finance is economical. However, there are regulatory, legal, knowledge and social obstacles facing Islamic finance industry in the west. These matters must be resolved to allow Islamic finance industry to flourish in western countries.
Introduction
The origin of Islamic finance dates back to the dawn of Islam 1,400 years ago. Historical books (e.g. Kitab Al-Ṭabaqāt Al-Kubrā written by Ibn Sa'd) written during the early years of Islam indicated that during the 1st century of Islam (AD 600), some forms of banking activities existed that were similar to modern banking transactions. Hence, Ibn Sa'd (Omar ed. 2001, pp.101-102) revealed that Al-Zubair bin Al-Awam (one of the most famous personalities in Islam) was accepting deposits from people as loans and investing that money, and at the time of his death his debt had reached 2,200,000 dinar as counted by his son Abduallah. Also, Ibn Sa'd (Omar ed. 2001, p.102 ) stated that Al-Zubair bin Al-Awam had several branches in different parts of the Islamic Empire to return deposits to their owners. Some contemporary scholars like Al-Ali call this collection of branches Al-Zubair Bank (Al-Ali cited in Nasser 1996) .
In addition, during the rule of Marwan bin Al-Hakam (the fourth Umayyad caliph) in the 1st century of Islam (8th century AD) goods sukuk were widely used as a method of payment to the state's soldiers and employees (Saraj cited in Nasser 1996, p. 9) .Furthermore, the writings of Al-Djahshiyari (1938) , Al-Kubaisi (1979) , Al-Ali (1953 , 1981 , Al-Duri (1986 , 1995 , Fischel (1992) , and Al-Hamdani (2000) show that there were bankers called sarraffeen or sayarifah (singular sarraf) or jahabidhah (banks called dawawin aljahabidhah) in the Islamic Empire (Chachi 2005) . Also, according to Chachi (2005) , during the Abbasid-caliphs period (from the 8th century) the term sarraffeen was used to refer to financial clerks, experts in matters of coins, skilled money examiners, treasury receivers, government cashiers, money changers, or collectors to designate the well known, licensed merchant bankers in those times. Moreover, the first check in history was drawn by a sarraf in Baghdad in the 4th century AH (10th century AD), and it was written by the prince of Aleppo, Saif AlDawla Al-Hamadani (the check amount was 1000 dinar;).
The thriving of commercial activities during Abbasid dynasty, ruled from 750 to 1258 AD, led to the establishment of banks. The funding sources of those banks were banks' profits (money exchange, currency evaluation, lending) and deposits made by the public and state. There were two types of banks: state and private banks. The earlier established to advance loans to the government, which secured by the government tax revenues. The first state bank incorporated in 300 AD by the vizier Ali b. Isa during Al-Muqtadir reign. Ali b. Isa requested from two Jewish merchant and bankers, Yusuf b. Pinkhas and Harun b. Imran, to establish a bank to advance loans to the government (150,000 Dirham in the beginning of each month), and they will collect the tax revenues of Ahwaz region in return. This implies that they will get an amount above the principle and this amount is considered an administration fee not interest. It is worth mentioning that the bank operated for 16 years.
Muslims also established banking schools to teach the rules and the regulations of the industry. So, it can be said that there was a will developed financial system in the Islamic empire, Nasser (1996, pp. 15-16) stated that Muslims contributed greatly to the development of banking practices because, during the Islamic empire, there was 1. A legislative system, which included firm rules and regulations to govern all transactions; 2. A strong judicial system, which was capable of enforcing all legitimate contracts; 3. Different kinds of commercial papers and banknotes that were widely accepted, such as promissory notes (reqaah al-sayarifah), bills of exchange (suftaja), and goods sukuk; and 4. Licensed bankers, who had offices or agencies in different parts of the Islamic Empire and accepted deposits, assigned debt (hawalah), exchanged money, issued banknotes, and performed many other services.
Beginning with the decline of the Islamic Empire from about the 12th Century AD, the rule of the sarraffeen began to weaken. Their loss of power within society can be ttributed to several internal and external factors (Chachi 2005) .
Islamic civilization began to decline toward the end of the 12th century. There was some respite during the Ottoman Empire , and then the decline resumed and has continued up to the present. This period of decline is known as Usur al-inhitat, or the Age of Decline. This allowed Western influence to increase throughout Islamic countries, especially through colonization.
Under European influence, many Islamic countries began to adopt a Western banking model in the 19th century. This started by opening branches of foreign banks or by establishing banks within countries. For instance, in Egypt, the first conventional bank opened its doors in 1856 under the name Bank of Egypt. This bank was a branch of an English bank but was closed in 1911. The National Bank of Egypt was established in 1898 by Ralph Suarez and Constantine Salvagos (Jewish businessmen) with an English partner; the bank is still in operation today (Nasser 1996; National Bank of Egypt 2009 ).
This trend continued in all Islamic countries until the middle of the 20th century, when the calls to establish Islamic financial institutions gained momentum with the independence of some colonized Islamic countries. This led to the establishment of the first commercial Islamic bank in the world, Dubai Islamic Bank, in 1975 . Since then the number of Islamic banks around the world boomed, and many of the banks established in the early 1970s and 1980s are still in operation today. Moreover, the global market of sharia compliant assets reached $2 trillion in 2014, banks accounts for about 80% of the assets, sukuk 16%, funds 4%, and takaful 1% (UKIF 2014).
Trends of Islamic Banking in Europe and North America
The number of Muslims in Europe and North America is estimated to be 47 million in 2010, about 10 percent of the population (Pew Research Center 2011). The center also predicted that Muslims would make 10.2 percent of the population in 2030, 67 million (See Table 1 63 The bank formerly known as the Islamic Banking System International Holding, the name changed due to changes in Luxemburg banking laws in 1985 (Haghtalab 2009 Thus, the theme of this this paper is to look at the development of Islamic finance industry, the reasons behind the growing interest on it and the impediments facing it in the west.
Bosnia and Herzegovina
The first initiative to establish Islamic bank in in the country was in 1992, at that time the law allowed it, when Vakufska bank d.d. Sarajevo was formed (Ergun and Djedovic 2011) . The attempt was unsuccessful; the bank operated on interest principles rather than Shariah principles (Ergun and Djedovic 2011 In June 2011, a conventional bank introduced the first Islamic deposit scheme via its Islamic window. The success of the offer paved the way to launch an Islamic home finance product, a 10-year Murabahah contract, which met by strong demand because the product has been a key requirement for French Muslims.
In 2012, Swiss Life launched Europe's first family Takaful product in All of this point out that the Islamic finance has potential to develop further in France.
Germany
Germany have the largest Muslim population in Western Europe after France. There number estimated to be 4.1 million in 2010, mainly Turks. Thus, it is not strange that Islamic finance in Germany started from within the Turkish community.
In the 1990's several Turkish companies moved into German market and began offering Islamic finance products, they intensively advertised in Mosques. Those companies (eg, Kombassan Holding, Yibitas Holding and Yimpas Holding) through its holdings attracted 200-300 thousand Muslim customers. They were successful in the beginning, but later defaulted and the estimated amount lost due to this fraud ranged between €5 billion to €50 billion (Farhoush and Mahlknecht 2013) . The negative experience of so- Regarding education, Italy did not take the plunge to introduce Islamic finance in its education system. The only specific course existing today about Islamic finance is within a Master degree program, Development Economics and International Cooperation, offered by University of Rome Tor (Cattelan 2012 Islamic finance industry in Italy will grow if these issues resolved. Alberto Brugnoni (2008) pointed out that the Islamic financial service industry in Italy has considerable growth potential. He listed several reasons for this, including demand from the Italian Muslim community, the growth of the ethical banking market in Europe (especially Italy), Italy's location on the Mediterranean Sea, and the country's proximity to the Arab world, which has resulted in an already existing "multi-billion dollar trade balance with the GCC" (Colditz 2009, p. 85) . In 2010, a study by the central bank highlighted that the spread of Islamic financial industry will attract funds from Arabic states and facilities the trade between Italian companies and Islamic countries.
Ireland
Ireland is planning to become the center of Islamic finance in Europe to benefit from the Islamic funds to revive its economy. The Irish government aims to attract funds from GCC countries, already signed several Double Taxation Agreements with Gulf States. Also, it is targeting ethical investors and Muslims community in Ireland. There are some challenges for Islamic financing in the US. These challenges are Bank ownership of real estate, Bank Secrecy Act (BSA, taxation, profit-loss sharing deposits, and deposit insurance.
The National Bank Act of 1864 prohibits state-owned banks from holding legal titles to real-estate property. This restricts Islamic financial institutions from offering some financial products such as murabaha and ijarah, which require the Islamic financial institution to hold a legal title to property to comply with shariah law. However, the same act allows banks to possess real-estate property for up to 5 years for business transactions and for 79 The bank capital came from virtue investors, LLC, group of local grand rapids investors debt settlements. Also, US banking law restricts non-real-estate investments to ensure that banks do not take unnecessary risks, consequently, investments are limited to fixed-income, interest-bearing securities, and these types of investments are prohibited under Islamic law (Rutledge 2005) . The OCC letters of 1997 and 1999 addressed these issues as explained above. Furthermore, Islamic financial institutions must meet some disclosure policies, such as the Consumer Credit protection Act, also known as the Truth in Lending Act. The Truth in Lending Act of 1968 was designed to protect consumers in credit transactions by requiring clear disclosure of key terms of the lending arrangement and all charges from the lender. The law also requires Islamic lenders to base their profit on a benchmark such as the London Interbank Offering Rate, and this does not fit with Islamic finance principles. The real estate transfer tax is another hindrance for Islamic financial institutions in the United States. The state property transfer taxes in case of Islamic home financing structures, Murabaha or Ijarah will be doubled. This problem addressed by some states, New York in 2008, by removing the tax incurred at the end of the contract when the deed transferred from the bank to the customer.
On top of these issues, Islamic banks in the US face difficulties regarding profit-loss sharing deposits because US banking policy favors certainty of deposits, as specified in the Bank Holding Company Act and the International Banking Act. SHAPE financial corporation developed a deposit product scheme for University Bank were the customer shares the profit not the losses. However, this product is not compliance with Islamic principles. In addition, Islamic financial institutions that finance the purchase of homes or other commodities in the US lack a secondary market to provide liquidity. Secondary-market purchasers require that the mortgagor hold property insurance and private mortgage insurance, but Islamic customers are unable to buy insurance because doing so violates the shariah principle of not engaging in a profit and risk-sharing transaction. Also, there is the issue of double transaction costs, which may be associated with offering murabaha mortgages as it is been viewed as two transactions.
Another problem for Islamic finance in the country became clear prior to the launch of University Bank (owned by Roman Catholic family), the first banking institution in the United States to be run completely on shariah principles (University Bank 2006). Because not all of the firms engaged in the Islamic finance business are 100% lawful, US scholars in some communities have spoken out against Islamic banking in general. In addition, some Islamic products start out as lawful products but become unlawful at the closing date; this problem can be solved by designing high-quality products that will be sold and serviced in a professional manner (Ranzini 2007).
According to Stephen Lange Ranzini, President and Chairman of Ann Arbor's University Bank, which owns University Islamic Financial Corporation (UIFC), stated that "UIFC's products have received favorable legal rulings (fatawa) from some of the leading Islamic legal scholars in the US and the world" (University Bank 2006). However, research by Dr. AlQudah (2005) 
Canada
In Canada, Islamic finance is growing but at a relatively modest rate, but this may change in the coming years as Canada has a large, growing, and demographically young Muslim population. The Canada's 2011 National Household Survey, showed that Muslims are making about 3.2% of the population (1.1 million) making them the second largest religion after Christianity. Consequently, this is expected to increase the demand for Islamic financial services in Canada. According to Cardozo and Pendakur (2008) , the number of Muslim Canadians is projected to be near 1.8 million by 2017, and the majority will be young. Similar to American Muslims, Canadian Muslims tend to be better educated than the average citizen (Cardozo & Pendakur 2008 Outlook 2016" which prepared by Thomson Reuters and the Toronto Financial Services Alliance and presented in the 22nd Annual World Islamic Banking Conference (WIBC) held in Bahrain in December 2015. The report revealed that Canada in position to become a hub for Islamic finance. Also, Islamic finance country index 2015 ranked Canada number 24 which is improvement from the last year ranking, ranked last.
Meanwhile, there are obstacles that need to resolve to achieve this goal. One of the hurdles is the lack of awareness of Islamic finance, according to Hejazi 88 "We need to have people across the country that understand Islamic finance, which we don't have" (Posadzki 2015) . The only Islamic banking and finance program in Canada is offered by Rotman School of Management, MBA course in Islamic finance which launched in 2012, University of Toronto. The second barrier is regulation; according to Edward (2011) , who examined the prospect of Islamic banking in Canada using DEPEST and SWOT analysis, Islamic finance has potential to grow in Canada if regulatory framework amended. Another stumbling block is Canadian anti-Muslim sentiment; the merger between Assiniboine Credit Union 89 , the first Canadian Financial institute to offer Islamic mortgagees was in 2010, and Access Credit Union in 2015 was declined by the later members on the base of religious believes.
Conclusion and Results
There are several reasons for the growing interest in Islamic banking in the west. First, the number of Muslims in western countries is estimated to be 47 million in 2010 (Pew Research Center 2011) . This number continues to grow and is already large enough to attract financial-service providers. Second, demand is growing for ethical products and socially responsible services. Islamic finance fits conveniently into this, as Islamic principles prohibit trade in debt and ensure that all financial activities are related to the real sector of the economy. Another reason is that some countries wish to attract investors from Islamic nations. Yet another reason is diversification: many investors are looking for new instruments, products, and asset classes that are unrelated to existing products and services to diversify their portfolios. Islamic finance provides this for those investors.
However, some obstacles need to be resolved to allow Islamic financial industry to grow in the west ( Table 2 shows that the share of Islamic finance 88 Associate Professor of International Business at Rotman School of Management. 89 Formed in 1943 in Manitoba, Canada. As of 2014 the company has $3.9 billion in assets under management (company annual report).
in the global market is still small). Firs, regulatory bodies must tailor specific laws for Islamic finance industry. Second, Islamic finance industry must address the issues of islamophobia, lack of political support and diversity of opinion (fatwa) as to whether some particular practices or products are Shariah compliant. Third, the industry must resolve the legitimacy of Islamic contracts issue (i.e., Validity of Islamic contracts can be challenged in bases that one or more of the parties lack the capacity to enter the transaction 90 ; Moloney 2015) . Finally, the educational system in the west and Islamic finance industry needs to spread consciousness about Islamic finance industry (e.g., offering postgraduate degrees, seminars, establishing academic institutions). 
